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CHAPTER I
INTRODUCTION
Ardmore Farms is one product group that in part comprises the Foodservice Division of
Quaker Oats Company. They produce portion-controlled, USDA approved citrus and fruit
juices. The juice is produced by one plant located in Deland, Florida. It is then shipped
throughout the United States via a fleet of more than 120 refrigerated trucks.
in fiscal year 1990 Ardmore experienced a financial crunch due to a freeze in Florida. To
counteract the negative financial effects of the freeze, Ardmore hastily raised their
orices. This aggravated the foodservice operators resulting in a
"fallout"
of Ardmore's
customer base. Also many regional juice manufacturers seized the opportunity to
capture some of Ardmore's lost business due to their ability to produce juice less
expensively (by not producing a 1 00% pure juice product) and then selling it to a lower
cost to the operator. The factors mentioned above seriously hurt the business, making it
necessary to seek out means of recouping business from existing markets.
Ardmore's business is comprised of two segments the commercial segment and the
non-commercial segment. The focus of this study is on the non-commercial segment,
specifically the operators of hospitals, nursing homes, primary/secondary schools,
colleges and universities, and prisons. This pilot study essentially offers a birdseye view
of how to penetrate the existing non-commercial sectors with a specific emphasis on the
Northeast region, primarily Rochester, New York. The major force of the study was
centered on how the needs of the foodservice operators, influence marketing of a value-
added, quality juice product.
Data for the studywas obtained through the use of the survey instrument (questionnaire)
administered to foodservice operators in the non-commercial segment. Some of the
surveys were mailed out, while others were completed as part of a personal interview.
Data was then compiled and reduced by the use of SPSS-X, a statistical software
package.
Statement of Problem:
Ardmore Farms is not attaining its potential in the non-commercial segment (hospitals,
nursing homes, primary/secondary schools, colleges/universities, and prisons) because
they have not penetrated the existing markets within this segment. There are several
factors that could be used to assess the current situation. Together these factors provide
the central focus of this study. The central research questions concerning the research
problem are:
1 . Is Ardmore Farms effectively marketing their product to meet each operator's needs
specific to their sector, in the non-commercial segment?
2. Are operators highly knowledgeable about juice products?
3. Is USDA approval on citrus and fruit juices an effective selling point?
4. Is Ardmore Farms submitting bids to operators on or before their due date?
Statement of Purpose:
The purpose of this study is to fully evaluate each non-commercial sector for its market
potential and to determine a means of ensuring that Ardmore brand juice is being
marketed effectively, specific to each sector. Data gathered will be used to develop a
model which Ardmore Farms can use to penetrate the non-commercial segment.
Scope of the Research:
in the broadest sense the research represents a pilot study in food distribution marketing
with ardmore Farms as the product line and Quaker Oats as the firm-oriented client. The
specific research focus was on the foodservice operator and how to achieve a
"pull"
strategy of distribution marketing in the non-commercial segment whereby the operator
demands that a distributor carry Ardmore brand juice and turn the distributor seeks the
juice from the manufacturer (Ardmore Farms).
Limitations to the Studv:
The study was limited to focusing exclusively of the non-commercial segment of
Ardmore Farm's business. The driving force in sales in this segment if the non
commercial operator's needs, and so data collection focused of how to better serve them
in order to gain new business and maintain current business.
The major limitation of the study is the sample size. The sample size for each non
commercial sector is very small, which makes it difficult to generalize conclusions. That
is the reason for it being a pilot study. Essentially, this is the start of a study which will
need continued research to more accurately generalize conclusions.
further, the sample population was restricted to the Northeast Region, primarily
Rochester, New York.
Definition of Terms:
The following terms are defined in relationship of their relevance to the study and to
provide a basis for common understanding:
Non-Commercial Food Service Facilities where food is served, for non-profit as a
service to a client, or customer. For the purpose of this pilot study, non-commercial
foodservice will include five sectors: hospitals, nursing homes primary/secondary
schools, colleges/universities and prisons.
Food Distribution Marketing The channel a product takes from production to end-
usage.
Bid A document submitted by the manufacturer to the operator defining the terms of a
purchase agreement.
ManufacturerProducer of product.
Distributor Purchases and stocks products from various manufacturers to service
foodservice operators.
Broker Sells items produced by one, or more sources.
OperatorThe individual(s) in charge of running the foodservice facility.
Customer The final end-user who consumes the product.
Cooperative Purchasing A group of operators coming together to do their purchasing
together. For the purpose of locking in a large volume at a reduced cost.
Portion-Controlled (P/C) A foodservice term commonly referred to as a convenience
ood. A convenience food is any natural food or a combination of foods to which some
form of value has been added, such as partial or complete preparation.
CHAPTER II
REVIEW OF LITERATURE
FOOD MARKETING DISTRIBUTION:
Food marketing distribution is the flow of a food product through the various
intermediaries until it reaches the final end-user, or customer (refer to Figure 1). The
distributor stocks a product based on demand by the foodservice operators. If demand is
large enough to make it feasible to stock the product, then the distributor procures the
product from the supplier, or manufacturer. The broker acts as a liaison between the
manufacturer and the distributor by handling the sale. The distributor sales
representative, or the
manufacturers'direct sales force then sells the product to the
foodservice operator. The product is in turn distributed to the client, or consumer.
Distributor/Manufacturer Relationship:
Distributors are currently trying to reduce the number of suppliers they buy from because
of limited floor space, or slots. This floor space is looked at by the distributor in terms of
yield. If yield cannot be demonstrated, distributors are leery of making room for
additional products (Lawn, 1990). Lindig, President of Sysco Corporation feels that the
best way for a manufacturer or a distributor to achieve their goals is to work on programs
that benefit them both. The message to both manufacturers and distributors is to get to
know your customer's business. Meet with them to determine what products and
services they will need and be prepared to provide them (Anonymous, 1 989a). Many
manufacturers are offering excellent training schools for distributor sales representatives
to help them learn about the products they sell and to bridge the gap between
distributors and manufacturers.
The role of the distributor is to purchase, warehouse, sell, market, merchandise,
transport and service a constantly growing and changing foodservice market (Huth,
1990). Consolidation of distribution is occurring at a rapid rate. In the coming years it is
expected that 20 percent of the distributors will do 80 percent of the business (Vinke,
1991). For instance, Sysco Corporation is actively seeking new acquisitions, expecting
Figure 1
THE FLOW OF A FOOD PRODUCT
FROM MANUFACTURER TO THE END-USER
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Distributors
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to reach $10 billion in volume. Sysco is also experimenting with new computer and
transportation technology not only to improve its sales and operational efficiency, but
also to aid in the company's growth.
The ultimate goal of the manufacturer and distributors is to meet customer demands for
labor savings, convenience, better nutrition and variety. These needs must be filled with
new, value added products (refer to Figure 2) in order to acquire new customers, and
increase order profitability (Lawn, 1990). The different categories in which customer
demands can be met, if not exceeded are shown in Figure 2.
The market for juices is expected to top over $11 billion in 1991 (Anonymous, 1990).
This is in part due to the fact that juice is becoming more of an all-day drink, rather than
just for breakfast, it is also becoming more popular for its nutritional value since more
people are concerned about their health. In addition, people's tastes are changing and
they are craving more exotic flavors of juice such as mango, papaya, and kiwi. In a
report by Find/SVP, 1990, a 36% increase in consumption of fruit and vegetable juice
over the past five years, can be attributed to
consumers' desire for exotic flavors of juice.
New advances in juice packaging have helped to boost sales. One new packaging ad
vance is the aseptic pack-convenient paper or plastic packs sterilized with hydrogen peroxide.
In the juice market brand recognition is very important. In the commercial segment it is
easy to see who dominates the juice market. Names such as Tropicana, Minute Maid,
and Citrus Hill account for about 50 percent of the commercial business (refer to Figures
3, 4). Ocean Spray readily uses their growing brand name recognition to market
additional product lines (Buell, 1990).
According to Jerry Smekal, CEO of Specialties Plus, brand equity is the key to
profitability. Smekal feels that how you project your brand name through actions and
communications will determine your ability to attract customers willing to pay for the
products or services your company has to offer. Clinton E. Owens, Chairman of
TreeSweet Products Company, is currently trying to increase TreeSweet's brand
recognition and turn it into a national premium brand. Owens intends to do this by
increased advertising/coupons and also by introducing new products, such as a citrus
combination and a pink grapefruit-juice cocktail (Davis, 1989).
Figure 2
The Evolution of Value-Added Services
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SOURCE: NAWGA, STRATEGIES FOR FOOD DISTRIBUTION, PAGE 61, COPYRIGHT 1989.
Figure 3
Who's Got The Juice
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Figure 4
Who's Got The Juice
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Scooe of the Foodservice Industry:
The foodservice industry is typically divided into two segments: the commercial and the
non-commercial segments. The commercial segment is where food is served, away from
home for a profit. This segment would include: fast food, restaurants/lunch rooms,
commercial cafeterias, convenience stores, general merchandise/ drug stores, grocery
stores, lodging/recreation facilities, and bars/taverns. The non-commercial segment is
where food is served for non-profit as a service to a client, or customer. The non
commercial segment would include: hospitals, nursing homes, primary/secondary
schools, colleges/universities, prisons, or any other business, educational, governmental
or institutional organizations that operate their own foodservice.
The commercial segment has far greater purchasing power and yields the most profit for
suppliers (manufacturers). In 1990, the total commercial consumers' expenditure for
food was $174,432 billion and food costs were $60,100 billion. In contrast with the non
commercial segment which had a total of $71 .707 billion for consumer's expenditures on
food and $34,599 billion for food costs (refer to Figures 5, 6, 7, 8) Technomic, 1 990).
Food and drink purchases for the entire food service industry are forecasted to reach
$94.3 billion in 1991. Purchases in the commercial foodservice group; which account for
75% of the total amount spent, should equal $70.9 billion (refer to Table 1). The
projected food and drink sales for 1991 in the commercial segment were $219,486,444
oillion at a growth rate of 5.5% (refer to Table 2, 3). (Gordon, 1 990).
Changes in the Foodservice Industry:
According to Gil Kretzer, Vice President and Executive Director, International
Foodservice Distribution Association the human resource question is the biggest
challenge faced by the foodservice industry. Consumers are demanding better quality
service, but as demand increases the labor pool is shrinking. As a result the
convenience market is highly competitive. Restaurants are not the only ones that supply
convenience foods, supermarkets are also becoming highly effective in this area. In non
commercial foodservice more processed foods and portion-controlled packs are being
used (Anonymous, 1991b). Kretzer (1991) feels that only service will bring excellence in
11
Figure 5
1990 Foodservice Industry
Consumer Expenditures on Food(%)
Fast Food 31 .4%
Restaurants 25.9%
Bars / Taverns
0.7%
Recreation
3.3%
Lodging 3.2%
Retail Hosts 1.5%
Merchandise Stores 0.6%
Convenience Stores 2.5%
Cafeterias 1 .8%
Commercial Segment - 70.9%
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Figure 6
1990 Foodservice Industry
Consumer Expenditures on Food(%)
Vending 6.6% Business /Industry 7.1%
Hospitals 3%
Nursing Homes 1 .6%
Primary / Secondary Schools 3.7%
Other Non-
Commercial
1.4%
Military 1.2%
Airlines 1 .8%
College / University 2.7%
Non-Commercial Segment - 29.1%
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Figure 7
1990 Foodservice Industry
Food Purchases
Fast Food 25.3%
Restaurants 24.9%
Bars /Taverns 0.6%
Recreation 3%
Lodging 3.3%
Retail Hosts 1.6%
Merchandise Stores 0.6%
Convenience Stores 2.3%
Cafeterias 1.9%
Commercial Segment - 63.5%
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Figure 8
1990 Foodservice Industry
Food Purchases
Vending 7.7% Business / Industry 9.2%
Hospitals 3.9%
Nursing Homes 2.1%
Primary / Secondary Schools 4.8%
Other Non-
Commercial
1.8%
Military 1.6%
Airlines 2.3%
College /University 3.1%
Non-Commercial Segment - 36.5%
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Sating Places
Restaurants, lanchroons $ 65,355,380 $ 75,326,973 $ 73,413,614 4.51 3.3* 4.6*
Liuted-aesa restaurants, retreshaeac puces 51,337,131 69,300,512 74,123,144 5.2 1.5 6.5
Comercial cafeterias 3, 960 ,224 4,314,432 4,606,277 5.3 3.7 5.2
Social caterers 1,33*, 536 2,239,820 2,421,245 3.1 3.5 7.8
Ice crean, froien-eastird stands 1. 39*. 213 2,003,699 2,063,310 3.0 - 1.5 2.5
Total eatiig piaces $131,542,204 $154,345,436 $1(2,(33,050 5.44 9.3% 5.5%
3ars i tarerss 3,333,046 8.773.391 8.685,657 - 1.0 - 6.5 - 0.3
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1,598,556
$ 12,071,146
1,757,828
$ 14,128,530
1.905,639 6.0
8.0*
1.4
3.3%
6.0
1.1%$ 15,255,257
lodging Placts
Hotel restaarants $ 11,078,650 $ 12,436,762 $ 13,112,265 5.41 0.3* 5.3*
Motor hot e i restaarants 834,008 332,653 382,030 5.3 0.7 5.5
Hotel restaarants 1,339,377 1,492,326 1,570,453 5.2 0.6 5.4
Totil lodging placts $ 13,252,635 $ 14,1(2,247 $ 15, ((4, 191 5.4% 0.1% 5.7%
Retail host restaurants $ 6,456,942* $ 7,317,564* $ 7,786,519* 5.4* 1.8* 6.4%
Recreation 1 sports 2,367,322 2,707,167 2,375,738 6.2 1.4 5.7
Mobil e caterers 754,535 840,523 885,077 5.3 0.7 5.5
Tending ( nonstore retailers 4,337,911 5,423,085 5,634,233 5.0 0.4 4.5
TOTIL CSOffP I $187,281,741 $203,331,903 (21), 416,444 5.3% 1.7% 5.4%
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Colleges I finiiersities 3,535,867 3,348,438 4,034,205 2.2 2.5 4.5
Transportation 983,542 1,130,526 1,284,030 3.3 4.5 3.3
Hospitals3 7,326,206 8,301,764 5,476,754 6.5 1.3 6.6
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TABLE 2
1991 FOOD AND DRINK PURCHASES
^FOODSERVICE INDUSTRY FOOD AND: DRINK PURCHASES PROJECTED TO. ItiiA
Estimated Estimated
Food and Food and
Drink Drink
Purchases Purchases
($000) ($000)
GROUP I: Commercial Foodservice GROUP II: Instit. Foodservtce-8us. ft
Ed.,: Govern. Or Instit. Organ. That ft
Operate Their Own Foodservice
Eating Places Employee Foodservice $ 900,919
Restaurants, Lunchrooms $27,186,446 Public and Parochial 3,666,117
Limited Menu Restaurants 23,892,982 Elem. & Sec. Schools
Commercial Cafeterias 1,638,364 "Colleges & Universities 1,607,061
Social Caterers 820,257 Transportation 656,673
Ice Cream Frozen-Custard Stds. 581,994 Hospitals 4,216,068
Total Eating Places $54,120,043, Nursing Homes; Homes 2,543,470
Bars and Taverns 499,469' For The Aged, Blind.
Total Eating and Drink.Places $54,619,512 Orphans, Mentally &
Food Contractors Physically Disabled
Manufacturing & Industrial Pits. S 1,739,072 Clubs, Sporting and 905,572
Commercial and Office Buildings 583,769 Recreation Camps
Hospitals and Cafeterias 663,287 Community Centers 790,216
Colleges and Universities 983,986
Primary and Secondary Schools
In-Transit Feeding (Airlines)
521,837 TOTALGROUP JJ $15,286,096
770,624 TOTAL GROUP I AND II $86,161,160
Recreation and Sports Centers 600,295
Total Food Contractors $ 5,862,870 Food Furnished $ 5,708,737
Lodging Places Foodservice Employ.
Hotel Restaurants $ 4,075,392 (FSE) in Grps I 4 II
Motor Hotels 308,257
Motel Restaurants 513,628 TOTAL-GRPS I, II A FSE $91,859,897
Total Lodging Places $ 4,807,277
Other Commercial
$ 2,588,1454
GROUP III, MILITARY
Retail Host Restaurants FOODSERVICE
Recreation and Sports 915,881 Defense Personnel $ 2,081,839
Lodging and Nonstore Retailers 1,719,660
Officers'
and NCO 224,911
Mobile Caterers 271,719 Clubs ("Open Mess")
Total Other Commercial $ 5,495,405 Foodservice-Milit. Eocch. 120,964
TOTALGROUP I $70,875,064
TOTALGROUP III $ 2,427,714
GRAND TOTAL $94,297,611
* Purchases refer to expenditures by foodservice establishments for their food & drink
supplies.
1. Data are given only for establishments with payroll.
2. Food purchases only.
3. Food purchases only.
4. Reflects revision using new benchmark sales data from the 1987 Census of Retail
Trade Merchandise Line Report released in June 1990.
SOURCE: IFMA, 1989a
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TABLE 3
Educational foodservice salear: $12.3 billion
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Recreational foodservice^ sales: $7a billion
1)11 DM 1))1 1JM-J1 Dll-Jl
Istiiated Projected Projected 1990-51 Perceit Coajoud
no sales
($000)
F(l sales
($000)
i (,(14,131
PSD sales
($000)
$ 7,077,(74
Perceit real niul
chaige
5.9%
groitk
chaige
1.3%
groitk
rite
(.1%Totil recreatioul foodserrice $ 5 , 921 , t S2
Recreation I sports centers
Contractors 1,538,556 1,797,828 1,905,(98 6.0 1.4 6.0
loncontractors' 2,367,322 2,707,167 2,875,7)8 6.2 1.4 6.7
Siltotil $ 3,3(5,171 $ 4,504,9)5 $ 4,781,436 (.1 1.5 (.4%
Clubs sporting and
recreational caips 1,955,384 2,173,143 2,236,178 5,4 O.i 5.5
4 Includes sales at drhe-in loiies, boiling lanes and recrea tional and sports centers.
" 1 proportion of food and beyerage sales u ciais is bashes i-reiated.
Employe* foodservice 3les: ft; f7;4ftbiflion ft ;
1)18 1)90 1391 1330-91 19S8-91
Istiiated Projected Projected 13M-91 Perceit Coifond
PU sales PU sales
($000)
PU sales Percat real aiiui
($000) ($000) ehuge groitk groitk
{ 7,187,3)3 5.0%
ckuie
1.3%
rate
4.1%Total emlojee foodserrice $ (,470,113
Food contractors
.
$ 7,431,129
Kanufactunng i industrial
plants 3,356,435
Cotnercial i office buildings 1,134,717
3,825,121 4,097,713 7.1 2.5 (.3
1,288,226 1,371,361 6.5 1.3 (.5
Institutional eaployee
foodserrice' 1,379,671 1,974,052 1,969,149 -0.2 -5.0 -0.2
* Includes sales for industrial aid conercia 1 organisations, seagoing ships ut . inland- uteriay Tessels.
J001C!: IPli, 1919b
18
a time where marketing and selling are highly sophisticated. The marketing is two-sided:
the focus is not only on the product and the right market segment, but also the foodser
vice operator. Environmental issues, packaging, product design, promotions and recipes
are among the elements required to satisfy customer's needs. So finding betterways to
keep and penetrate your customer base is the way to grow in this environment. A 5% gain
in customer retention can increase a company's profits 45% or higher (Labatt, 1991).
Non-Commercial Foodservice:
The non-commercial segment may not be as profitable as the commercial segment but it
does show tremendous growth potential. In the following sub-section
nealthcare/institutional, elementary/secondary schools, and college/university
'oodservice will be examined for their market potential.
Healthcare/Institutional Foodservice:
The healthcare market consists of short-term hospitals and medical centers; long-term
facilities, such as nursing homes, aged care facilities, mental retardation facilities,
psychiatric institutions, correctional facilities and hospitals.
The demand for healthcare, particularly long-term care is very strong due in part to the
fact that 13% of the population will be aged 65 or over by the year 2000 (IFMA, 1989).
Due to the obvious increase in healthcare facilities, foodservice will likewise increase.
Total healthcare foodservice sales are expected to reach $15.4 billion by the end of
1991. That would be an increase of 2.1 percent over 1990 (Gordon, 1990). Healthcare
correctly represents 7 percent of the total foodservice market.
Due to certain changes in healthcare foodservice, an increase in foodservice sales has
occurred. In the past foodservice in healthcare has been regarded as an ancillary
function, not as a potential profit center, due to the fact that the primary purpose of
hospitals and nursing homes is not to offer food service but to provide patient care. But
food service is now seen as a marketing tool to attract patients into their facilities. In
addition, more attention is being paid to the quality and diversity of food being served to
patients (IFMA, 1989). This allows for increased sales opportunities for manufacturers
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providing that they produce a quality product which can be backed up nutritionally and is
available in a form suitable to the style/needs of the food service operation, i.e.: single-
service, dispensable, etc...
Healthcare foodservice encompasses feeding three distinct groups of people: (1)
patients, (2) healthcare employees and (3) the public. The major bulk of patient
foodservice is in-room service of general and special diets for the various conditions.
Patient foodservice also includes: supplemental feeding, snack carts, vending machines
and coffee shops. Meals are provided for healthcare employees primarily through
employee cafeterias or employee/public cafeterias.
The individuals served in these categories are doctors, nurses, and support staff, plus
:he public;which consists of patient visitors, visiting medical teams, professional groups
and people from nearby facilities. Food service operations for this group encompass
public cafeterias, public restaurants, coffee shops/snack bars, and vending machines. Of
importance is to look at the types of food services offered to each group in order to meet
the food service needs of all individuals involved. It also aids the manufacturer in
providing a product to the foodservice operator who in turn must satisfy three distinct
populations.
The major thrust in healthcare foodservice is that manufacturers must know the
particular needs of each operation. In healthcare foodservice nutrition becomes a much
greater concern than in other foodservice segments. So the manufacturer must know the
nutritional content of their products and be able to back up the knowledge with facts.
Sanitation is also of extreme importance since local and state public health agencies
inspect dietary and foodservice departments frequently. Lastly, the individual in charge of
food purchasing, whether he/she is a registered dietitian, or a foodservice director, are
usually college educated, and therefore sales representatives must be knowledgeable
and well prepared in order to sell food products.
Healthcare Buying Methods
Healthcare facilities use a variety of buying methods to obtain food and beverage
products, one being through the use of bids, otherwise known as competitive bidding.
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competitive bidding is where foodservice buyers have developed specific product
specifications and requests for bids are submitted to suppliers. Contracts are then
awarded to the supplier who best matches the specifications requirements. Usually,
service and price become the major influences in the decision making process. Some
smaller facilities use an informal bidding process where they will simply call around to
the various suppliers to see who best fulfills their product needs.
A second buying method is contract purchasing which entails negotiating foodservice
purchases through various types of contracts. This method is mainly used by national
healthcare facilities because national purchasing contracts allows for volume discounts
on food orders due to the buying power chain firms have. These contracts have the
advantages of economy of scale and of price protection (IFMA. 1989). Contract
Purchasing is also used by individual foodservice units who choose to negotiate their
Dwn purchase orders.
Third, sample buying is where unopened samples of previously sampled products that
were left by a sales person can be compared to the orders when they are received. If the
order and its sample match, the order is accepted (IFMA, 1989).
A fourth method of buying which is rapidly gaining popularity among operators is one-
stop-shopping. One-stop shopping is when all food and supplies are purchased from one
source, or supplier. The benefits of this method include reduced: ordering, purchasing,
-eceiving, and accounting functions.
A fourth method of buying which is rapidly gaining popularity among operators is on-
stop-shopping. One-stop-shopping is when all food and supplies are purchased from
one source, or supplier. The benefits of this method include reduced: ordering,
purchasing, receiving, and accounting functions.
A fifth method of buying is through cooperative and corporate buying groups. Numerous
healthcare facilities belong to a buying group, which allows the facility to benefit from
volume discounts and gives them more negotiating power in purchasing. The buying
group directors are selected members who decide on product specifications. Most large
cities have a cooperative buying where only non-profit facilities are able to participate.
Each member of the group can contract to use the group to varying degrees, depending
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on need. The operators are not required to purchase everything through the cooperative
buying group and can pick or choose liberally. Cooperative buying groups have also
grown in usage by operators and in volume purchasing (refer to Figures 9, 10, 11, 12).
Corporate buying groups fall into two categories; controlled, or non-controlled. Non-
controlled corporate groups are very similar to cooperative groups in that they are not
managed by a central authority and participation in all product purchases is not
necessary. A difference from co-ops is that individual healthcare facilities place their own
orders and receive their own shipments. On the other hand, controlled corporate groups
do have a central local that establishes product specifications and supplier contracts.
Basically, this type of group is for profit oriented healthcare organizations, or for contract
foodservice companies such as Seilers, ARA Services, and DAKA etc...
The last method of buying used is contract management buying, which is used by
contract management companies to provide foodservice, particularly for employee
feeding. Basically the contract feeder does all the food purchasing.
These buying methods become extremely important to manufacturers, distributors, and
brokers in order to understand how to sell healthcare facilities. Since there has been a
growth in the use of cooperative groups, suppliers will primarily have to focus on
competitive bidding. The increase in the number of chains suggests there is likely to be
greater use of national contract purchases that lock in a price, or brand for the entire
chain.
Elementary and Secondary School Foodservice:
!n the late 1970's and early 1980's school enrollment declined. With these earlier
declines in enrollment abating, the number of children aged 5 to 14 years is rising, and
expected to continue increasing (refer Table 4). Overall, primary/secondary schools
should see a 0.5 percent increase in the student population (IFMA, 1989). School
foodservice is quite a large market with over $12 billion in annual sales.
Elementary and secondary school foodservice can be broken down into three
categories: (1) public schools, (2) private schools, and (3) religious schools. Public
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TABLE 4
ELEMENTARY AND SECONDARY SCHOOL
ENROLLMENT PROJECTED TO 1990 (000)
1990* 1985* 1980* 1975* 1970* 1965*
TOTAL 46,667 44,156 45,949 49,791 51,272 48,473
Elementary 31,022 27,338 27,905 29,340 31,553 31,570
Secondary 15,645 16,828 18,044 20,451 19,719 16,904
Public 41,267 39,166 40,987 44,791 45,909 42,174 f
Elementary 27,022 23,738 24,282 25,640 27,501 26,670
i
\ Secondary 14,245 15,428 16,705 19,151 18,408 15,504
Private 5,400 5,000 4,962 5,000 5,363 6,300
Elementary 4,000 3,600 3,623 3,700 4,052 4,900
Secondary 1,400 1,400 1,339 1,300 1,311 1,400
5-Yr. % Change
1990* 1985* 1980* 1975* 1970* 1965*
TOTAL 5.7% -3.9% -7.7% -2.9% 5.8% -
Elementary 13.5 -2.0 -4.9 -7.0 -0.1 -
Secondary -7.0 -6.7 -11.8 3.7 16.7 -
Public 5.4% -4.4% -8.5% -2.4% 8.9% -
Elementary 13.8 -2.2 -5.3 -6.8 3.1 -
Secondary -7.7 -7.6 -12.6 4.0 18.7 -
Private 8.0% 0.8% -0.8% -6.8% -14.9% -
Elementary 11.1 -0.6 -2.1 -8.7 -17.3 -
Secondary 0.0 4.6 3.0 -0.8 6.4 -
*Projected
Source: IFMA, 1989d
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schools are divided by school districts within each state. Each school district contains
elementary schools, middle (or junior high schools), and high schools, further they often
include vocational schools, boarding schools, schools for the mentally and/or physically
nandicapped, summer schools, camps, and nurseries, or day-care centers.
Private schools usually include the academic range of kindergarten to grade 12. These
schools are supported by contributions, monies from foundations, and donations.
Religious schools are supported by contributions, monies from foundations, and
donations. Religious schools are supported by contributions, tuition, and from monies
from the church community. The dominating number of religious schools are run by the
Catholic church within each diocese. The other religious schools are organized
according to church hierarchy. Religious schools, like private schools, encompass the
entire academic range of students. All three types of schools have school feeding
orograms.
The major emphasis of a school lunch program is on the final end-user, which in this
case is the children, or students. Children have very definite likes and dislikes about the
food they eat. Meeting their preferences, while at the same time, meeting their nutritional
needs is the challenge in a successful school foodservice program. So many other food
options are available to them that it becomes necessary to focus on what they want to
eat and why they eat the foods they do. According to a study done by the USDA,
children tend to eat foods at school which are: (1) eaten at home, (2) advertised through
the media, and
(3) eaten by students who they admire and wish to be more like. Some other influential
factors are: selling price, Attitudes of foodservice staff, speed of service, and menu
variety. Therefore, school foodservice operators must meet nutritional standards and
provide efficient/cost-effective meals that will be accepted by students.
Schools normally do their purchasing in accordance with the type of menu they are
using. Most schools use a cycle menu, which is a set menu that is rotated after a period
of time. Cycle menus make it easier to forecast food needs for an entire year and
facilitate the use of bid buying. Most schools use informal or formal biding buying to lock-
in volume discounts, as discussed in the section on healthcare.
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Another method of buying, used by schools, is open market purchasing. This type of
purchasing is done through systematically calling many suppliers who give quotes over
the phone and then deciding on a supplier. It is mostly used for obtaining fresh produce.
This method often proves to be ineffective because misunderstanding in communication
occur and also due to the time required to compare prices.
A fairly new method of buying is formula-pricing bid which allows for uncertain market
prices. It is a type of formal bidding, but two prices are bid; a base price and a special
factor price. The special factor price is calculated as a hedge against price fluctuations
and remains constant throughout the bidding process. The two prices together constitute
the net paid price.
Cooperative Purchasing is a fairly new concept for schools; whereas a smaller school
system may team up with a larger school system, or several smaller school systems.
The objective is to increase buying power through combined purchasing requirements.
A final method of buying is through Centralized Purchasing. Centralized purchasing is
similar to a co-op in that an entire school district will come together to buy, but the
decision making will rest with one individual, usually a purchasing agent (refer to Figure
13). This type of purchasing offers a great many advantages, such as:
0 ) Greater buying power can be achieved.
2) Financial Controls are centralized.
;3) A definite time saving effects occurs for foodservice managers and salespeople
because there is only one office to call on.
;4) The purchasing agent can become highly skilled in buying food and supplies
for the district.
(5) A greater degree of standardization in menus, products, and food quality can occur
due to written specifications and use competitive bidding.
(6) Greater control can be enforced in checking food quality and products can be
evaluated frequently.
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Colleae/Universitv Foodservice:
College and university foodservice currently represent about 9-10% of the total non
commercial market. This segment spends over $2.5 billion on food purchases (IFNMA,
1989). College and university foodservice sales are expected to fall within the next five
years because of declining enrollments. But this is still
a sizeable market; whereas 4.4 million students receive food service on a
daily basis.
Colleges and universities are divided into private and public two or four year institutions.
These type of schools offer cafeteria foodservice, snack bars, vending and
student/faculty lounges. About 15% of these foodservice facilities are run by contract
management companies. In some cases contract management companies are paid a
flat fee for their services, and others work on a profit and loss basis.
Self-operated college and university foodservice departments buy primarily through local
distributors, although some larger institutions may purchase products directly from the
manufacturer (refer to Figures 14, 15). Foodservice operators may order through
brokers, the direct sales force of the manufacturer, or the sales representatives of
distributors.
Foodservice purchasing is done by the college or university itself, usually by the
foodservice director or the purchasing agent. Purchasing is also done through a variety
of other means, such as a buyers group, state purchasing departments, and by a
contract feeder. Contract management companies almost always purchase through
national contracts. Purchasing methods used by college and university foodservices are
very similar to that of healthcare and primary/secondary school facilities; they include the
following: centralized buying, open bids, end-of-term procedures, one-stop-shopping,
telephone requests for quote, volume bids, and national contract purchasing. The only
method certain items are purchased weekly, and only enough food is bought to last
through on term, or semester. Most of the buying for this method is done through local
suppliers.
Most colleges and universities use cycle menus covering either a four, five or six week
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Figure 15
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period. Therefore purchase specifications are very important due to the number of meals
served on dollar volume involved. These purchase specifications then provide accurate
and measurable descriptions for
product bidders.
Similar to primary/secondary school foodservice the most important factor is that the
food product must satisfy the final end-user; which in this case are the students. The
food products must by readily accepted by the students in order to obtain high sales, or
maintain satisfied students.
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CHAPTER III
METHODOLOGY AND RESEARCH DESIGN
The focus of this chapter will be on the methodology employed in conducting the study.
The research design is comprised of three specific areas: (1) the sampling procedure
and the administration of the instrument, (2) the construction of the research instruments
(personal interviews & questionnaire), and (3) the identification of the methodology and
statistical procedures used in the analysis of the resulting data.
Sampling Procedures:
The names of foodservice operators through the use of the Rochester Telephone yellow
pages. This list comprised exclusively the foodservice operators in the non-commercial
segment of the industry. Within this category were five separate types of foodservice
operations examined in this study: (1) hospitals, (2) nursing homes, (3)
primary/secondary schools, (4) colleges/universities, and (5) prison foodservice.
For this population base, a stratified convenience sample was selected from the five
foodservice areas identified, resulting in a sample size of twenty-nine foodservice
professionals. The sample foodservice professionals included: food and beverage
managers, purchasing agents, and dietitians.
The distribution of the survey instrument was limited to Rochester. Nineteen of the
surveys were conducted using the personal interviewing technique to ensure an
adequate response rate. Foodservice operators who preferred a mailed questionnaire,
or who were outside of the Rochester area were mailed a questionaire. A total of twenty-
nine questionnaires were distributed and a response rate of fifty percent for the mailed
questionnaire was achieve. Overall a return of 29/39 (75%) was achieved. The
distribution of the survey instrument is shown in Table 5.
Measurement Instrument:
The measurement instrument (questionnaire) was designed to gather more information
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TABLE 5
TYPES OF FOODSERVICE OPERATIONS SAMPLED
Type of Operation Number Sampled
Hospitals 6
\ursing Homes.
Primary/Secondary Schools 5
Colleges/Universities 5
Prisons 5
Other.
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about the purchasing needs of foodservice operators, specifically in a juice product. The
questionnaire was created and reviewed by Mr. James Matorin, Group Product
ManagerArdmore Farms, Mr. Don Zabkar, ProductManagerArdmore Farms, Mr.
Eric Schulenbach, ZoneManagerQuaker Oats Company. The first part of the
questionnaire contains questions regarding the type of foodservice operation and the
total annual foodservice sales volume. Obtaining this information aids in classifying and
in understanding the sample studies. A copy of the complete questionnaire can be found
in Appendix A.
The first question asked is simply to determine if the survey has any relevance to the
individual foodservice operator. If the foodservice operator does not purchase citrus, or
fruit juices then the rest of the questionnaire becomes irrelevant. Question 2 was design
ed to gather insight into the different methods of purchasing. Question 3 looked at the
amount of money foodservice operators spend annually on juice purchase. The intent
of this question was to gain a better understanding of the size of the juice market.
Questions 4, 5, and 6 were aimed at gathering data regarding the specifics of juice
purchasing, in terms of its market form, pack size, and flavors of juice purchased.
Questions 7 and 8 look at the specifics of what brands are being purchased and why
they are being purchased. Question 9 determines what distributors foodservice
operators are buying from. These questions aid in determining why Ardmore Farms
brand juice is being purchased, or not being purchased.
Question 10 was designed to prioritize the foodservice operator's needs, which is
essential to determine what it is that foodservice operators look for in selecting a juice. A
list of juice attributes were given and foodservice operators were asked to rate them in
terms of importance.
Question 11 was designed to determine if operator's know if it is mandatory that they use
USDA approved juice.
Questions 12, 13, and 14 sought to determine: (1) the incidence of buying through the
use of bids, (2) at what time are bids to be submitted to operators? and (3) forwhat
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duration are juice contracts awarded for? The results of these questions aid Ardmore
Farms in competitively acquiring business through the use of bids.
Methodology of Analysis:
The data collected from the survey instrument (questionnaire) was compiled using the
Statistical Package for the Social Science (SPSS-X). This program lists frequencies,
means, standard deviation, and runs crosstabs of input data. The statistical analysis was
conducted at Rochester Institute of Technology, using VAX computer system.
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CHAPTER IV
RESULTS AND DISCUSSION
In this chapter the findings of the study are discussed. The findings are based on the
data obtained from the surveys and from the additional information obtained in the
personal interviews. The presentation of the findings centers on the statistical methods
employed to obtain the compiled data. First, the descriptive statistics of the sample of
foodservice operators are presented. In this section, the type of operation and annual
foodservice volume of the sample group are discussed. Also the results are given for the
number sampled who purchase citrus and fruit juices. Second, the analysis of juice
purchasing was conducted. Here, any question on the questionnaire involving the
specifics of juice purchasing are analyzed. Third, analysis of purchasing practices by
foodservice operators look for in a juice. A two-way analysis of the data was conducted,
oy using the type of operation as one variable and having other questions on the
questionnaire as the second variable. Henceforth, developing a model on how to
penetrate each sector (type of operation) in the non-commercial segment.
Descriptive Statistics of the Sample:
Data from twenty-nine completed questionnaires was used in the statistical analysis. In
nineteen of the cases the questionnaire was completed as part of a personal interview.
The questions asked in the interviews simply probed further into the answers to the
questions on the questionnaire. Twenty additional surveys were mailed out with a
postage return envelope enclosed. Only ten surveys were sent back; representing a
response rate of fifty percent of those mailed. The frequency of distribution of the simple
responses categorized by the type of operation is illustrated in Table 6. The twenty-nine
questionnaires are broken down into the following types of operations: hospitals (6),
nursing homes (7), primary/secondary schools (5), colleges/universities (5), prisons (5),
and other (Meals on Wheels) (1).
With regard to the annual foodservice sales volume, 75,9% of the foodservice operators
sampled had sales over $300,000. No operators surveyed had annual sales volume of
less than $50,000. The distribution frequency of foodservice operator's annual sales
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TABLE 6
Response Rate bv Type of Operation:
Type of Operation Surveys Mailed Surveys Returned Personal Interviews
Hospital 0 0 6
Nursing Home 0 0 7
Primary/Secondary
Schools
7 3 2
College/University 7 3 2
Prison 6 4 1
Other 0 0 1
Totals 20 10 19
40
volume was as follows: $50,001 -$100,000 (1), $1 01,000-$1 50,000 (1), $200,001-
$250,000 (2), $250,001 -$300,000 (3), and $300,001 or greater (22).
Question 1 , on the questionnaire asked if citrus, or fruit juices were purchased. This was
a qualifier question to determine if the respondent should continue in completing the
questionnaire. Most foodservice operators were pre-screened over the telephone to
determine it they did indeed purchase juice. So all twenty-nine respondents answered
yes to question number 1 .
Analysis of Juice Purchasing:
This section looks at the dollar volume spent on juice purchasing, the market form of
;uice purchased, the pack size used, the types of juice purchased, and if USDA approval
of juice is important. Question 3, on the questionnaire asked how much annually do
foodservice operators spend on juice purchased. The division is as follows: less than
$2,000 (2), $2,001 -$4,000 (3), $4,001 -$6,000 (3), $8,001 -$10,000 (1), $10,001 -$12,000
(3), $12,001-$14,000 (2), and greater than $14,000 (15).
Annual foodservice sales volume and the amount spent on juice purchases
are directly correlated. To further clarify juice purchases by specific type of foodservice
operation see Table 7. This table shows that a higher portion
of the respondents from hospitals, primary/secondary schools, and college/universities
have the greatest annual expenditures on juice.
Question 4 on the questionnaire asked if operators were using a fresh, frozen or shelf-
stable juice. Operators were allowed to select any of the three market forms that apply.
When asked if they used shelf-stable juice, 51 .7 percent responded that they do use it.
The greatest percent of usage was frozen juice, with 89.7 percent of the operator's
surveyed responding with a yes answer. This shows that much more emphasis should
oe placed on producing frozen and shelf-stable juice. An analysis of the type of
operation by the market form of juice showed that only three of the respondents did not
use frozen juice. Nursing homes and hospitals had the highest demand for shelf-stable
juice. This demonstrates that there is a need for convenience products and longer
lasting products.
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TABLE 7
Annual Expenditure on Juice by Type of Operation
Type of Operation
Hospital Nursing
Home
Primary
Secondary
School
Hospital Hospital Hospital
< $2,000 0 0 0 0 0 0
32,001 - 54,000 0 0 0 0 0 0
54,001 - 56,000 0 0 0 0 0 0
$6,001 -$8,000 0 0 0 0 0 0
$8,001 -$10,000 0 0 0 0 0 0
$10,001 -$12,000 1 1 1 1 1 1
$12,001-514,000 1 1 1 1 1 1
> $14,000 4 4 4 4 4 4
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Foodservice operators were asked in Question 5 what sizes of juice they purchase.
Operators were allowed to check as many that apply and could also select 'other',
specifying which other juice sizes they used. The first selection was 3 oz. cups in which
all twenty-nine respondents marked that they did not use them. The highest in use were
4 oz. cups, where 51 .7% of the respondents answered affirmatively. Only three
respondents reported that they used the 32 oz. concentrate was used by 48.3% of the
foodservice operators surveyed. Only two of the foodservice operators used 6 oz.
cartons. Of the respondents, twelve selected 'other and marked in the juice size they
used (refer to Table 8 for a complete listing of all the juice sizes selected).
In comparing two variables the type of operation on the juice pack size, the data can
be analyzed further. The highest incidence of use in 4 oz. cups was by hospitals and
primary/secondary schools. Of the hospital foodservice operators, 100 percent
responded that they used 4 oz. cups. Of the two respondents who reported that they
used 6 oz. cups, both were from the hospital sector. Of the two respondents who
reported that they used 10 oz. cups, both were from college/university sector. Three
respondents reported that they used a 32 oz. aseptic pack and all were from the nursing
home sector. Of the fourteen respondents who answered that they used 32 oz.
concentrate, the break down was as follows: hospitals (4), nursing homes (3), college/
university (3), and prisons (4). The two respondents who used 6 oz. cartons were both
from the hospital sector. In the
'other'
category the most frequently listed pack sizes
were the 46 oz. can and the 46 oz. concentrate. These additional sizes were selected
predominately by foodservice operators in nursing homes. This data shows that
hospitals and primary/secondary schools have a greater need for a smaller size,
portion-controlled juice cups or use a large size juice concentrate to put into a self-
service machine.
The results show that prisons also prefer to use a large size concentrate. Nursing homes
used concentrate, but rely mainly on shelf-stable juice; such as the 46 oz. can. This
allows them to portion the juice themselves into glassware. Overall, this data shows that
each sector requires varying pack sizes to meet their foodservice needs.
Foodservice operators were also surveyed to determine what flavors of juice they
commonly purchased. The flavors with the highest incidence of use were: orange,
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TABLE 8
SIZES OF JUICE PURCHASED
JUICE SIZES YES NO
3 oz. Cups 00 29
4 oz. Cups 15 14
6 oz. Cups 02 27
10 oz. Cups 02 27
| 32 oz. Aseptic Pack 03 26
! 32 oz. Concentrate 14 15
j 6 oz. Cartons
i
i
02 27
OTHER 12 17
I
: 6 oz. Can 01
i 8 oz. Cupi 01
i 12oz. Can
i
01
i 12 oz. Concentrate
i
i
01
i
! 46 oz. Can 05
46 oz. Concentrate 03
48 oz. Can 02
64 oz. Can 02
64 oz. Concentrate 02
i
96 oz. Concentrate 01
128oz. Fresh
i
01
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grapefruit, apple, grape, cranberry and pineapple. For a complete listing of the juice
flavors and the frequency of use of each flavor, see Table 9. To determine if there were
any distinctions between the type of operations and the flavors of juice used a two-way
analysis was run. An outline of the results can be found in Table 10. The findings show
that the healthcare facilities hospitals, nursing homes, and Meals on Wheels (other) but
all different flavors of juice with no specific preference. Prisons seem to use the standard
three flavors orange, grapefruit, and apple without much variety. With regards to
primary/secondary school foodservice it appears they select juices to please the
students, orange, blends, apple, and grape. The five most popular selections for
colleges/universities were: orange, grapefruit, cranberry, grape, and apple.
To further narrow down the selection of a juice, foodservice operators were asked if they
must purchase USDA approved juice. Thirteen of the respondents answered that indeed
it was necessary; while the remaining sixteen answered with a no. Currently, there is no
iaw mandating the purchase of USDA approved juice. The thirteen respondents that
answered affirmatively probably did so because they are required to purchase a USDA
approved product by their specific operation. The majority of the thirteen respondents
were from hospitals and nursing homes. Through information obtained in the personal
interviews many foodservice operators purchased juice they believed to have equivalent
standards to the USDA. This may impart be due to the lack of understanding between
the manufacturer and the foodservice operator. Many of the foodservice operators that
were interviewed did not seem to see the importance of USDA approval. It really did not
have any value to them. So a need may exist for manufacturers to educate foodservice
operators, primarily school and prison foodservice, about the importance of USDA
approval.
Analysis of the Methods of Juice Purchasing:
Question 2, on the questionnaire specifically asked how foodservice operators do their
purchasing. Operators were allowed to select as many answers that apply or to select
other'
and specify the means. Eleven of the respondents answered that they did their
purchasing individually. Ten foodservice operators marked that they do purchase through
a cooperative buying group. Three respondents purchased in another way, they were as
follows: (1) through a prime vendor (one-stop-shopping), (2) through a state agency, and
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TABLE 9
TYPES OF JUICE PURCHASED
Type of Juice Frequency
i YES NO
Orange 29 00
1 Cranberry
t
22 07
; Pineapple 19 10
I Grapefruit 24 05
Blends 18 11
i Tomato 14 15
i
| Prune 13 16
1
i Grape 22 07
| Apple 27 02
| OTHER
i
12 17
i
Apricot Nectar 04
! Fruit Punch 06
Lemonade 04
Cran-Apple 02
V-8 01
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TABLE 10
TYPE OF OPERATION
BY TYPES OF JUICE
Hospital Nursing
Home
Primary/
Secondary
School
College/
University
Prison Other
Orange 6 7 5 5 5
Cranberry 6 7 1 5 2
j Pineapple 6 7 3 1 1
Grapefruit 6 6 2 5 4
Blends 5 2 5 4 1
Tomato 6 7 0 0 0
Prune 6 7 0 0 0 0
Grape 6 7 4 5 0 0
| Apple
I
6 6 5 5 4 1
! Apricot 1 3 0 0 0 0
j Fruit Punch 1 3 1 1 0 0
Lemonade 1 1 0 2 0 0
Cran-Apple 0 1 0 1 0 0
V-8 0 1 0 0 0 0
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(3) by annual bidding (refer to Table 11). In a two-way analysis of the type of operation
by the purchasing methods, further results can be obtained. The majority of
college/universities and prisons purchase individually. Whereby, hospitals, nursing
homes, primary/secondary schools, and meals on wheels (other) purchase either
through a cooperative or corporate buying group (see Table 12).
Foodservice operators were also asked if they purchased through the use of bids. The
majority of the respondents, 82.8 percent answered that they used bids. The following
question on the questionnaire asked when the bids are due to be in to the foodservice
operators. Twelve respondents left this question blank. For a complete list of the bid due
dates per type of operation refer to Table 13. The bid period tells on what date the bid
opens and for how long it is open until. Question 14, on the questionnaire explored
;urther the length of juice contracts after the bid has been awarded. Five of the
respondents left this question blank. Most of the respondents (17), answered that the
contracts were awarded for one year.
The whole aspect of buying through the use of bids is of central importance in a study of
the non-commercial segment. In order to obtain a large data base of present and past
Ardmore Farm's customers; bid records from fiscal 1989 and 1990 were examined. From
these records all bids over 10,000 cases, whether they were won, or not, were pulled out
and set aside. The records were then used to develop a computerized spread sheet;
listing the, (1) name of the facility, (2) distributor, (3) flavor of the juice, (4) pack size, (5)
quantity, (6) price, (7) cost, and (8) variable gross profit (VGP). The particular study did
encompass the entire United States; whereas each facility was listed under its state and
by zone. The distributors were listed to determine what distributors foodservice
operators were using. The description, pack size, and quantity were recorded to have
a history of the operator's past purchasing habits. The section on price is simply the
selling price of the juice with regard to flavor, pack size, order quantity, and market
conditions. The cost is what it actually costs Ardmore Farms to produce the juice. The
variable gross profit (VGP) determines on what mix of flavors of juice is the most profit
being made. For example, orange juice is usually purchased in the largest amounts and
is priced the lowest. If the operator is also purchasing apple and grape juice these items
will be priced higher. So with this product mix the profit is made on the juices purchased
in lower volumes. This spread sheet allows Ardmore to have an excellent list of possible
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TABLE 11
PURCHASING METHODS
Respondents Percentage
Purchased Individually
Yes
; NO
11
18
29
37.9%
62.1%
100%
I
Cooperative Buying Group
Yes
No
10
19
29
34.5%
65.5%
100%
i Corporate Buying Group
j Yes
No
07
22
29
24.1%
75.9%
100%
Other
Yes
No
03
26
29
10.3%
897%
100%
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TABLE 12
TYPE OF OPERATION BY PURCHASING METHODS
I
Individually Cooperative Corporate Other
I
Hospitals (6) 0 3 3 1
ji
I Nursing Homes (7) 2 2 3 0
i Primary/Secondary 2 4 0 0
Schools (6)
College/Universities (5) 4 0 0 1
Prisons (5)
!
3 0 1 1
i
| Other (1) 0 1 0 0
! Meals on Wheels
i
i
i
1
i
i
i
i
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TABLE 13
BID DUE DATES PER
TYPE OF OPERATION
March-
February
March-
April
April-
March
April-
November
May-
April
May-
June
June-
Jury
Jiiy-
June
August-
Seotember
December-
November
Hospital X X X X X
College/
University
X XX XX
Prison X
Primary/
Secondary
School
X X XX X
Other
i
X
X= Respondent
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customers. It makes it easier to attempt a sale knowing the past buying history of the
customer. To view the spread sheet refer to Appendix B.
From the spread sheet in Appendix B, a bid preview sheetwas developed for Ardmore
Farms. All of the same foodservice operators were listed and again divided by zone. The
bid preview sheet is in the form of a calendar and divided up into the four quarters of the
fiscal year. This spread sheet informs Ardmore when a bid opens up and the duration of
the bidding period. The bid open data is marked with an (O) and specific time periods
are recorded in parenthesis. This is an extremely useful fool for Ardmore Farms because
it allows them to be proactive in submitting bids. In the past, they waited for foodservice
operators to request a bid; often causing them to fail to submit bids and lose any chance
of a contract. The bid preview sheet is a tool which requires continual updating of the
information in order for it to be effective. Refer to Appendix C for the complete bid
preview sheet.
Analysis of Purchasing by Foodservice Operators:
Question 7, on the questionnaire asked what brands of juice have been purchased in the
past year. The following question asked why these brands of juice were selected. Table
14 shows a. complete list of brands and the number of times each brand was selected.
Up to four brands were entered into the SPSS-X computer program, for a total list of
thirty brands. Upstate, Great Northern, Seneca, and Minute Maid were the most
frequently listed brands.
The thirty brands listed by the respondents were selected on a whole myriad of reasons.
Two central reasons were given most frequently, price and quality. Differentiation
between the type of foodservice operations and their responses, specific to price and
quality as a major reason for selection of their brand(s). Ten respondents selected
quality as a major reason for selection of their brand(s) of juice. Some other popular
answers to the question, were as follows: (1) to meet customer preferences, (2) product
meets bid specifications, (3) availabilityquality of product, (4) packaging, (5) taste, (6)
value, (7) variety, (8) service, (9) container opens easily, (10) minimal pulp in orange
juice, and (11) customer demand. Healthcare facilities wanted price and quality, but
seemed to be more specific in their needs. It was more important for them to obtain a
product through a cooperative buying group, which has met bid specifications and the
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TABLE 14
FREQUENCY OF BRANDS OF JUICE PURCHASED
BRAND FREQUENCY
Ardmore Farms 1
Birdseye 1
Bluebird 2
Byrne Dairy 2
Crystal Light 1
Delmonte 3
Everfresh 4
I Frosty Acres 1
| Great Northern 7
: Gregory 1
Juice-eez 1
Manufacturers Brand 1
Minute Maid 5
Mosher Farms 1
Motts 2
Natural Country 2
j Ocean Spray 4
Orchard Grove 1
Red River 1
Red & White 1
Reliance 1
Seneca 6
Sun Cup 4
Sun Flo 1
Sunkist 2
Sysco 4
Upstate 8
V-8 3
Vitality 4
TOTAL 75
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desirable level of quality and service. Nursing homes aimed to meet the varying patient's
diets. Itwas also important that the juice came in an easily accessible container and with
orange juice having a minimal level of pulp. Many of the nursing home foodservice
operators commented that they had problems with foil covered cups being hard to open
and cutting patient lips with the foil left on the rim. Question 9, on the questionnaire,
asked for foodservice operators to name their distributors. The SPSS-X program allowed
for two distributor names to be entered into the program for each respondent. See Table
15 for a total list of distributors used and the frequency. This list offers primarily local
distributors. The sample size is too small to determine if distributors locally are
condensing or being bought out by larger distributors.
The Effects of Juice Attributes on Purchasing:
A list of eleven juice attributes were given in question 10, on the questionnaire and
foodservice operators were asked to rate them in terms of their level of importance in the
selection of a juice. Four levels of importance were offered very important, important,
somewhat important, and not important. See Table 16 for a break down of the juices
attributes by the level of importance. Cost/economy, taste/flavor, and product quality
were rated as the most important attributes. Surprisingly, the least important attributes
were USDA approval, customer preference, and packaging. To further break down how
each sector in the non-commercial segment rated the juice attributes refer to Tables 17-
21 . The most important attributes for hospitals were product quality and taste/flavor. The
ieast important attributes were storage and USDA approval. Nursing home foodservice
operators rated cost/economy and consistency as the most important factors. The least
important factors were USDA approval and customer preference. The most important
factor for primary/secondary schools were product quality, taste/flavor, cost/economy,
and customer preference. The least important attributes were USDA approval and ease
of handling. Colleges/ universities rated cost/economy as the most important attribute.
While packaging and USDA approval were given the lowest rankings. Lastly, prisons
also rated cost/economy as the greatest attribute. The least important attribute for
prisons were customer preference.
The next chapter, Chapter V, will summarize the findings of this study and draw
inferences that relate to the specific dimensions of the statement of problem. In addition,
a model will be shown summarizing the findings from each sector in the non-commercial
segment. Recommendations for further study will also be given.
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TABLE 15
FREQUENCY OF DISTRIBUTORS USED
DISTRIBUTORS
Bevaco
Byrne Dairy
Coke Cola
G & G Foods
NYS Department
Palmer Fish
Perry Jacobstein
Quandit
Sexton
Sorrento
Spartan Beverage
Sysco
Upstate
TOTAL
FREQUENCY
1
2
1
1
1
1
2
1
1
2
2
2
2
19
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TABLE 16
JUICE ATTRIBUTES
BY LEVELS OF IMPORTANCE
Very
Important
Important Somewhat
Important
Not
Important
Product Quality 15 13 01 00
Freshness 12 15 02 00
i
I Convenience
i
09 14 04 02
! Taste/Flavor
j
16 11 02 00
Cost/Economy
I
21 07 01 00
i
| Storage
I
07 19 03 00
Ease of Handling 07 18 03 00
Customer Preference 10 12 05 02
i
| Packaging 07 15 06 01
j Consistency 13 14 02 00
USDA Approval
i
j
I
i
08 10 09 02
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TABLE 17
RATINGS BY HOSPITALS
OF JUICE ATTRIBUTES
Very
Important
Important Somewhat
Important
Not
Important
Product Quality
Freshness
Convenience
Taste/Flavor
Cost/Economy
Storage
Ease of Handling
Customer Preference
Packaging
i
I
j Consistency
i
i
| USDA Approval
4
3
3
4
3
0
0
1
3
2
1
2
3
3
2
3
4
6
5
3
4
3
0
0
0
0
0
2
0
0
0
0
1
00
00
00
00
00
00
00
00
00
00
01
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TABLE 18
RATINGS BY NURSING HOMES
OF JUICE ATTRIBUTES
Very
Important
Important Somewhat
Important
Not
Important
Product Quality 2 4 1 00
Freshness 0 6 1 00
Convenience 0 4 2 01
Taste/Flavor 2 4 1 00
Cost/Economy 5 2 0 00
i Storage 2 4 1 00
Ease of Handling
i
2 3 2 00
I Customer Preference
1
i
2 2 3 00
j Packaging
j
0 5 2 00
! Consistency 3 4 0 00
i
USDA Approval
i
1
i
i
1 3 3 00
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TABLE 19
RATINGS BY PRIMARY/SECONDARY SCHOOLS
OF JUICE ATTRIBUTES
Very
Important
Important Somewhat
Important
Not
Important
Product Quality 4 1 0 00
Freshness 3 2 0 00
Convenience 3 2 0 00
Taste/Flavor 4 1 0 00
Cost/Economy 4 1 0 00
Storage 2 3 0 00
Ease of Handling 2 2 1 00
Customer Preference 4 1 0 00
Packaging 1 4 0 00
Consistency 3 1 1 00
USDA Approval 2 0 2 01
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TABLE 20
RATINGS BY COLLEGE/UNIVERSITIES
OF JUICE ATTRIBUTES
Very
Important
Important Somewhat
Important
Not
Important
Product Quality 3 2 0 00
Freshness 3 2 0 00
Convenience 1 2 2 00
Taste/Flavor 3 2 0 00
Cost/Economy
i
5 0 0 00
Storage 1 4 0 00
Ease of Handling
i
1 4 0 01
Customer Preference 1 3 0 01
Packaging 1 0 4 00
Consistency 3 2 0 00
USDA Approval 1 2 2 00
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TABLE 21
RATINGS BY PRISONS
OF JUICE ATTRIBUTES
Very
Important
Important Somewhat
Important
Not
Important
Product Quality
Freshness
Convenience
Taste/Flavor
Cost/Economy
Storage
Ease of Handling
Customer Preference
Packaging
Consistency
USDA Approval
1
2
2
2
4
2
2
1
1
1
2
4
2
2
2
0
3
2
1
3
3
2
0
1
0
1
1
0
0
2
0
1
1
00
00
01
00
00
00
00
01
01
00
00
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CHAPTER V
SUMMARY/CONCLUSIONS AND RECOMMENDATIONS
FOR FURTHER STUDY:
Summary/Conclusions:
The goal of this research was to aid Ardmore Farms in understanding how to effectively
sell to individual sectors in the non-commercial segment. In examining this problem four
specific dimensions of the problem were addressed:
1 . Is Ardmore Farms effectively marketing their product to meet each operator's needs
specific to their sector, in the non-commercial segment. In examining this problem four
specific dimensions of the problem were addressed:
Ardmore Farms has not been marketing their product to meet each operator's needs.
Instead, they have divided their customers into two broad categories the commercial
segment and the non-commercial segment, where by, Ardmore Farms brand juice is
marketed differently to each sector (hospitals, nursing homes, primary/secondary
schools, colleges/universities, prisons, etc..) refer to Tables 22-26 for a complete
breakdown of facts surrounding each sectors purchasing habits.
The most viable sector is hospital foodservice. Foodservice operators prefer to use
frozen juice in portion controlled cups; which yields the greatest profit for manufactures.
Hospitals also use the greatest array of flavors of juice to meet all the patient's diets.
Most hospitals purchase through cooperative buying groups who award annual contracts
to manufactures. In order to be selected the juice is tested and must meet the standards
set by the cooperative buying group. In a list available from a member of the Rochester
Regional Healthcare Association, Ardmore Farms was listed as an acceptable product to
buy. In order for Ardmore Farms to be considered for purchase, a member or members
of the buying cooperative must suggest the product to be purchased. So it is necessary
for Ardmore Farms to bring samples and suggest use of the juice to many members of
the cooperative group as possible. This would be one method of obtaining a large
volume of business from health facilities.
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TABLE 22
HOSPITAL FACT SHEET
Market Form of Juice Used: Flavors of Juice:
(% of use) (% of use)
Fresh 33.3% Orange 1 00.0%
Shelf-Stable 66.7% Cranberry 1 00.0%
Frozen 100.0% Pineapple 100.0%
Grapefruit 100.0%
Size of Juice Packs: Blends 83.3%
3 oz. cups 0% Tomato 100.0%
4 oz. cups 1 00.0% Prune 100.0%
6 oz. cups 33.3% Grape 100.0%
10oz. cups 0% Apple 100.0%
\ 32 oz. aseptic pack 0%
32 oz. concentrate 66.7% Other Flavors of Juice Used:
6 oz. cartons 33.3% (% not available)
Apricot
Other Popular Juice Sizes Used: Cran-Apple
(% not available) V-8
46 oz. can Fruit Punch
46 oz. concentrate Lemonade
48 oz. can
64 oz. can
64 oz. concentrate
JUICE ATTRIBUTES
MOST IMPORTANT LEAST IMPORTANT
Product Quality Storage
Taste/Flavor USDA approval
Methods of Purchasing: Use of Bids:
(% of use) (% of use)
Individually 0% Bids 83.3%
Cooperative Buying Group 50%
Corporate Buying Group 50% Length of Juice Contracts:
Monthly 0%
Semi-Annually 1 6.7%
Annually 50.0%
Other (weekly) 33.3%
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TABLE 23
NURSING HOME FACT SHEET
Market Form of Juice Used: Flavors of Juice:
(% of use) (% of use)
Fresh 14.3% Orange 1 00.0%
Shelf-Stable 100% Cranberry 1 00.0%
Frozen 85.7% Pineapple 1 00.0%
Grapefruit 85.7%
Size of Juice Packs: Blends 28.6%
3 oz. cups 0% Tomato 100.0%
4 oz. cups 28.6% Prune 100.0%
6 oz. cups 0% Grape 100.0%
1 0 oz. cups 0% Apple 85.7%
32 oz. aseptic pack 42.9%
32 oz. concentrate 42.9% Other Flavors of Juice Used:
6 oz. cartons 0% (% not available)
Apricot
Other Popular Juice Sizes Used: Cran-Apple
(% not available) V-8
46 oz. can Fruit Punch
46 oz. concentrate Lemonade
48 oz. can
64 oz. can
64 oz. concentrate
JUICE ATTRIBUTES
MOST IMPORTANT
Cost/Economy
Consistency
Methods of Purchasing:
(% of use)
Individually 28.6%
Cooperative Buying Group 28.6%
Corporate Buying Group 42.9%
LEAST IMPORTANT
USDA approval
Customer Preference
Use of Bids:
(% of use)
Bids 71 .4%
Length of Juice Contracts:
Monthly 40%
Semi-Annually 0%
Annually 40%
Other (weekly) 20%
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TABLE 24
PRIMARY/SECONDARY FACT SHEET
Market Form of Juice Used: Flavors of Juice:
(% of use) (% of use)
Fresh 0% Orange 100.0%
Shelf-Stable 20% Cranberry 20%
Frozen 80% Pineapple 60%
Grapefruit 40%
Size of Juice Packs: Blends 100%
3 oz. cups 0% Tomato 0%
4 oz. cups 1 00% Prune 0%
6 oz. cups 0% Grape 80%
1 0 oz. cups 0% Apple 100%
32 oz. aseptic pack -0%
32 oz. concentrate 0% Other Flavors of Juice Used:
6 oz. cartons 0% (% not available)
Apricot
Other Popular Juice Sizes Used: Cran-Apple
(% not available) V-8
46 oz. can Fruit Punch
46 oz. concentrate Lemonade
48 oz. can
64 oz. can
64 oz. concentrate
i
JUICE ATTRIBUTES
MOST IMPORTANT LEAST IMPORTANT
Product Quality USDA approval
Taste/Flavor Ease of Handling
Cost/Economy
Customer Preference Use of Bids:
(% of use)
Methods of Purchasing: Bids 100.0%
(% of use)
Individually 40% Length of Juice Contracts:
Cooperative Buying Group - - 80% Monthly 0%
Corporate Buying Group -0% Semi-Annually 0%
Annually 100.0%
Other (weekly) 0%
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TABLE 25
COLLEGE/UNIVERSITY FACT SHEET
Market Form of Juice Used: Flavors of Juice:
(% of use) (% of use)
Fresh 40.0% Orange 1 00.0%
Shelf-Stable 40% Cranberry 100.0%
Frozen 100% Pineapple 20%
Grapefruit 100.0%
Size of Juice Packs: Blends 80%
3 oz. cups 0% Tomato 0%
4 oz. cups 0% Prune 0%
6 oz. cups 0% Grape 100.0%
1 0 oz. cups 40% Apple 100.0%
! 32 oz. aseptic pack -0%
j 32 oz. concentrate 60% Other Flavors of Juice Used:
6 oz. cartons 0% (% not available)
Apricot
Other Popular Juice Sizes Used: Cran-Apple
(% not available) V-8
46 oz. can Fruit Punch
46 oz. concentrate Lemonade
48 oz. can
64 oz. can
64 oz. concentrate
JUICE ATTRIBUTES
MOST IMPORTANT LEAST IMPORTANT
Cost/Economy Packaging
USDA approval
Methods of Purchasing:
(% of use) Use of Bids:
Individually 80% (% of use)
Cooperative Buying Group - -0% Bids 100.0%
Corporate Buying Group -0%
Length of Juice Contracts:
Monthly 0%
Semi-Annually 0%
Annually 100.0%
Other (weekly) 0%
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TABLE 26
PRISON FACT SHEET
Market Form of Juice Used: Flavors of Juice:
(% of use) (% of use)
Fresh 0% Orange 100.0%
Shelf-Stable 20% Cranberry 40%
Frozen 80% Pineapple 20%
Grapefruit 80%
Size of Juice Packs: Blends 20%
3 oz. cups 0% Tomato 0%
4 oz. cups 20% Prune 0%
6 oz. cups 0% Grape 0%
10 oz. cups 0% Apple 80%
j 32 oz. aseptic pack -0%
i 32 oz. concentrate 80% Other Flavors of Juice Used:
6 oz. cartons 0% (% not available)
Apricot
Other Popular Juice Sizes Used: Cran-Apple
(% not available) V-8
46 oz. can Fruit Punch
46 oz. concentrate Lemonade
48 oz. can
64 oz. can
64 oz. concentrate
JUICE ATTRIBUTES
MOST IMPORTANT LEAST IMPORTANT
Cost/Economy Customer Preference
Methods of Purchasing: Use of Bids:
(% of use) (% of use)
Individually 60% Bids 60%
Cooperative Buying Group - -0%
Corporate Buying Group - 20% Length of Juice Contracts:
Monthly 0%
Semi-Annually 50%
Annually 50%
Other (weekly) 0%
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Some non-profit nursing homes also belong to the buying cooperative and business can
be obtained in the same way. On the other hand many nursing homes prefer to purchase
concentrate or cans and pour the juice themselves. This is so because they are most
interested in the low cost juice. They are not as concerned about buying the best quality
juice because of the patients' declining sense of taste.
Primary/secondary schools are quite interested in pleasing their customers since
students are not required to purchase school lunches. Product quality and the
taste/flavor of the juice are very important. Recyclability of the juice packs is much more
important in this sector. Packaging can be an extremely effective selling tool with
children. Gaining popularity with parents and children is the aseptic tetrapack. Last year
$600 million worth of the juice boxes were purchased - up 12% from prior years
McWilliams, 1 990). Parents like the boxes because they have no glass that could break
or sharp edges that could cut. School foodservice operator's objectives are to feed and
to educate. To market wellness and communicate a good health message to all students
(Gill, 1990). If Ardmore Farms were to produce these juice boxes they could put healthful
messages on the outside of the boxes. This would be an effective selling point with
school foodservice operators.
College/university foodservice operators prefer to purchase juice concentrate to put into
self-service machines. They are also working for different types of juice blends.
Cost/economy is very important and the use of bids is standard.
Prisons also used juice concentrate and are very interested in cost/economy. Since they
have a captive audience with no food service option; customer preference is not very
important. Like nursing homes they want a juice they can pour themselves or that can be
self-served.
2. Are operators highly knowledgeable about juice products?
Hospitals foodservice operators are the most knowledgeable sector in the non
commercial segment. It is recommended that Ardmore Farms not only needs to sell their
product effectively but also to educate the end-users.
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3. Is USDA approval on citrus and fruit juices an effective selling point?
Ardmore Farms main feature of their juice is that it is USDA approved. Unfortunately it
appears that all sectors in the non-commercial segment feel that USDA approval is not
important in a juice. The personal interviews of foodservice operators demonstrated that
operators did not understand what USDA approval on a juice meant, so it had no value
to them. This is an area where Ardmore Farms can get value from having a USDA
approved juice by educating foodservice operators.
4. Is Ardmore Farms submitting bids to operators on or before their due date?
in the past Ardmore Farms missed submitting bids because they did not know they were
due! With the continual usage and updating of the bid preview sheet (Appendix C), bids
should not be missed.
Recommendations for Further Study:
On the basis of the research completed for this thesis, the following recommendations
for further study are made:
1 . Administration of this survey instrument with a larger sample size. It would be
easier to draw results and make accurate inferences.
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29 Illinois Street
Rochester, New York
14609
Mr. Tom Frese
Foodservice Department
Coxsackie Correctional Facility
P.O. Box 200
Coxsackie, New York
12058
Dear Mr. Frese,
I would greatly appreciate it if you could take a few minutes out of your busy
schedule to complete the enclosed questionnaire. It will in part help comprise the
nesessary data required to complete my thesis requirements for a Master of Science
Degree in Hospitality Management from Rochester Institute of Technology. Thank
You for your time in reviewing this letter and completion of the questionnaire. A
return envelope is enclosed for your convenience. If you have any questions
regarding the study please feel free to contact me at (716)288-0269.
Sincerelv,
Michele A. Musella
Masters Candidate
Questionnaire
What type of operation do you purchase for? (Please Check)
a) Hospital d) Nursing Home
b) College/University e) Primarv/Secondarv School
c) Prison f) Other
'
Annual Foodservice Volume: (Check One)
a)_ < $10,000 e) S150,001-S200.000
b)_ S 10,001-550.000 f)
~~
$.200,001-5250,000
c)_S50,001-S 100,000 S250,001-S300.000
d) S100.001-S 150.000
h)~"
> S300.000
1. Do you purchase citrus, or fruit juices?
a) Yes b)_No
2. How do you do your purchasing?
a) Individually c) Corporate Buying Group
b) Cooperative Buying Group d) Other(Please Specify)
3. How much annually do you spend on purchasing juice?
a) < S2.000 e) S8001-S 10,000
b)
S2.001-S4.000 f) S10,001-$ 12,000
c)~S4,001-S6,000 512,001-$ 14,000
d)~
S6.001-S8.000 h)_S> 514,000
4. Are you using a fresh, frozen or shelf-stable juice? (Check All That Apply)
a) Fresh c) Frozen
b)_ Shelf-Stable
5. What sizes of juice do you purchase? (Check All That Apply)
a) 3oz Cups e)_ 32oz Aseptic Pack
b) 4oz Cups f) 32oz Concentrate
c)
"""
6oz Cups g)_ 6oz Canons
d) lOoz Cups h) Other(Please Specify)
6. What type(s) of juice do you purchase? (Check All That Apply)
a) Orange
b) Cranberry
c) Pineapple
d) Grapefruit
e) Blends
f) Tomato
g) Prune
h) Grape
i) Apple
j) Other(Please Specify)
7. What brand(s) of juice did you purchase this year? (Please List)
8. Briefly describe why you use the juice selected above.
9. Who is your distributor! s)?(Please List)
10. Please rate the importance of the following attributes in the selection of a juice:
Level of Importance
Very Important mportant
Product Quality
Freshness
Convenience
Taste/Flavor
Cost/Economy
Storage
Ease of Handling
Customer Preference
Packaging
Consistency
USDA Approved
Somewhat Not Important
() ()
() ()
() ()
() o
() ()
() ()
() ()
() ()
() ()
() ()
() ()
11. Do you mandatorily have to use a USDA approved juice?
a)_Yes b)_No
12. Do you do your juice buying through the use of bids?
a) Yes b) No(If no. please specify other means)
13. If vou use bids atwhat time are thev due to be in? (Please Specify)
14. How long are your juice contracts forJ?
a) Monthly c) .Annually
b ) Semi-annuaily dj Otheri Specify)_
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